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IBRD Loan 


The World Bank on October 25 made a loan of $25.5 


million in various currencies for electric power develop- 
ment in Uruguay. The loan will help to finance the 
construction of a hydroelectric power plant at Rincon 
de Baygorria on the Rio Negro, and additional trans- 
mission and distribution facilities. The project will 
increase generating capacity in Uruguay by about one 
quarter and is part of a program being carried out to 
provide an system throughout the 


adequate power 


country. 


The loan was made to the Administracién General de 
las Usinas Eléctricas y los Teléfonos del Estado (UTE), 
an autonomous government agency responsible for pro- 
viding electric power and telephone services in Uruguay. 
It is for 25 years and bears interest of 5 per cent includ- 
ing the 1 per cent commission charged by the Bank. 
Amortization will begin October 15, 1961. The loan is 
guaranteed by the Republic of Uruguay. 


Since 1947 there has been considerable expansion of 
existing industry and development of new industries in 
Uruguay, especially in the interior. These industries 
include a cement plant, a tannery, a sugar refinery, fer- 
tilizer plants, and paper factories. This industrial growth, 
together with a steady rise in demand for residential 
and other uses, has resulted in an increase in the demand 
for electricity throughout the country. From 1947 through 
1955, the increase in sales of power in Montevideo aver- 


aged about 8.5 per cent a year; the increase in the 





Europe 
U.K. Simplification of Exchange Control Procedure 


As from October 22, a simplification of exchange 
control formalities for small transactions came into effect 
in the United Kingdom, reducing by some 1,300,000 a 
year the number of forms to be completed and examined. 
The limit of exemption from form-filling declarations for 
exports to non-sterling countries (for exports to the 
sterling area there are no formalities) has been raised 
from £250 to £500 for each transaction; while this will 
eliminate about 300,000 forms a year and will cut the 
number of export forms by about 37 per cent, it will 
affect only about 6 per cent by value of the relevant 


exports. Exchange control forms will no longer be 
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to Uruguay 


other communities reached 16.2 per cent, reflecting the 
growth of industry in the interior where industrial power 
sales more than doubled in the past six years. 

A contract for the construction of the Baygorria station 
was awarded in May 1956 to a consortium of European 
firms on the basis of international bidding. Contracts for 
the transmission lines and distribution facilities are yet 
to be awarded. The entire project is scheduled for com- 
pletion in 1961. The total cost of the project is estimated 
at the equivalent of $58 million. The Bank’s loan will 
provide $25.5 million of the foreign exchange costs. A 
large part of the loan will be made in deutsche mark 
and the remainder in Swedish kronor, Swiss francs, and 
other currencies. The equivalent of $32.5 million will be 
financed by UTE from its own resources or loca! bor- 
rowings. 

The Bank has now made three loans totaling $64 mil- 
lion to UTE. 


most of the foreign exchange costs of various projects 


A loan of $33 million in 1950 covered 


for expanding and modernizing UTE’s power and tele- 
phone facilities. This loan has been completely disbursed 
and the projects finished. A loan of $5.5 million in 1955 
is helping to finance an additional 50,000-kilowatt unit 
at the Batlle y Ordonez thermal power station in Monte- 
video. 

Bank for Reconstruction and 
Development, Press Release, Washington, D.C., 
October 25, 1956. 


Source: International 





required for payments for £250 or less for imports, or 
for the discharge of commercial debts or professional 
fees to residents in countries outside the sterling area. 
This will eliminate some 400,000 forms a year covering 
imports (about 50 per cent of the forms, but affecting 
less than 2 per cent of imports by value) and some 
600,000 forms covering payments for invisible trans- 
actions (45 per cent by number and 1!% per cent by 
value). In the export field, this change, together with 
the elimination of forms for exports of £250 or less, 
which became effective February 27, 1956, cuts the num- 
ber of forms by three fourths. For private gifts in kind, 
declarations are still required when the value exceeds 
£25. There has been no new relaxation of the rules 
governing the release of foreign exchange or permission 





to make sterling payments to non-sterling residents; and 

the obligation to account for export proceeds remains 

unchanged. 

Source: The Economist, London, England, October 20, 
1956. 


U.K. Bank Advances 


In the five weeks to September 19, the advances of 
the 11 clearing banks in the United Kingdom decreased 
by £70.7 million. This was the biggest reduction since 
the record £123.1 million in the September period a year 
ago—most of which represented repayments by the gas 
and electricity boards from the proceeds of public issues. 
In the latest period, the nationalized industries were 
again making repayments, this time from the proceeds 
of Exchequer grants under the new financing arrange- 
ments. These repayments reached £29.7 million (and in 
addition £3.4 million was repaid to the Scottish banks). 
Even so, the greater part of the latest fall in advances 
represented repayments by other borrowers. Such ad- 
vances dropped by £41.0 million, bringing the fall since 
mid-July to £103 million. 

Investments rose by £28.8 million and treasury bills 


by £75.6 million. As a result, the banks’ liquidity ratio 


rose from 34.4 per cent to 36.9 per cent. 


Source: The Economist, London, England, October 6, 
1956. 


Netherlands Discount Rates and Minimum Reserve Requirements 


The Netherlands Bank on October 22 raised the official 
discount rate for eligible treasury and commercial paper 
for commercial banks from 3.25 per cent to 3.75 per cent. 
For promissory notes, the rate was raised from 3.75 per 
cent to 4.25 per cent; for advances on current account 
and loans to business and individuals, from 4.75 per cent 
to 5.25 per cent; and for other advances, from 3.75 per 
cent to 4.25 per cent. This is the third increase in the 
discount rate in 1956; on February 7, it was raised by 
0.50 per cent (see this News Survey, Vol. VIII, p. 253), 
and on August 25 by a further 0.25 per cent (see this 
News Survey, Vol. IX, p. 66). The Netherlands Bank 
stated that its recent decision to raise rates by 0.50 per 
cent was taken in view of the continued credit expansion 
and the deterioration of the balance of payments (see 
this News Survey, Vol. IX, p. 134). 

Lately, the commercial banks have been forced to use 
the discount facilities of the Netherlands Bank to a con- 
siderable extent in order to fulfill their minimum reserve 
requirements by virtue of which they have to hold a fixed 
percentage of their deposit liabilities in noninterest- 
bearing cash balances at the Netherlands Bank. Shortly 
after the announcement of the higher discount rates, the 
minimum reserve requirements were lowered from 9 per 
cent to 7 per cent, an action which was apparently 
intended to reduce the unfavorable impact of the higher 
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discount rates on bank profits. At the same time, how- 
ever, the Netherlands Bank emphasized that recourse to 
its discount facilities was not an automatic right of the 
banks on which they could count at all times; its inten- 
tion was clearly to spur the banks toward a more restric- 
tive credit policy and a raising of interest rates. 

Sources: De Maasbode, Rotterdam, Netherlands, Octo- 


ber 22 and 23, 1956. 
Danish Dollar Premium Scheme 


The Danish Directorate of Supply announced on Au- 
gust 4 that beginning January 1, 1957 the dollar premium 
scheme will be amended. At present an exporter to the 
dollar area receives, in addition to the proceeds from 
his exports converted into Danish kroner, a “title to 
import license” equivalent to 10 per cent of the export 
proceeds surrendered. These titles are valid for imports 
from the OEEC countries, their associated areas, and 
certain other countries, and they are transferable; their 
current market rate is 80 per cent of their face value. 
Thus, exporters receive a premium of 8 per cent of their 
total export proceeds, while importers pay a premium of 
80 per cent on imports under the scheme. After Janu- 
ary 1, the exporter will receive a “title to import license” 
equivalent to only 7% per cent of the export proceeds 
surrendered. The market value will remain at no more 
than 80 per cent of the face value of the title and, con- 
sequently, the exporter’s premium will be reduced to 6 per 
cent of the export proceeds, while the importer will 
continue to pay up to an 80 per cent premium. 


Source: Meddelelser fra Direktoratet for Vareforsyning, 
Copenhagen, Denmark, August 4, 1956. 


Swedish Study of Loans with Purchasing Power Guarantees 


A study, which had been commissioned by the Swedish 
Ministry of Finance, of loans tied to some form of price 
index as a protection against depreciation in the value 
of money has recently been completed. In commenting 
on the study, the Svenska Handelsbanken points out 
that the problem of such protection is most acute for 
small savers. Persons with large sums to invest tend to 
buy ordinary shares or physical assets of some kind 
which are inflation proof, whereas these possibilities are 
limited for small savers. 

Those who favor index-tied loans claim that they help 
to encourage savings and to discourage speculative pur- 
chases. Investors in these loans have no need to switch 
their savings from one medium to another if they know 
they are protected from inflation. Opponents of such 
loans claim that widespread resort to regulated credits 
may result in an extension of “index-mindedness,” which 
in itself encourages inflation. Index-regulated loans, like 
index-regulated wages, would have a detrimental, rather 
than a beneficial, effect on price stabilization. 
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Only one index-regulated loan has been floated in 
Sweden, a 20-year debenture loan at 3 per cent interest 
issued by the Consumers’ Cooperative Society in 1952. 
rhe principal is to be repaid with compensation for an 
increase in the cost of living, but with a limit of 150 


per cent of the original nominal value. 


Source: Svenska Handelsbanken, /ndex, Stockholm, 


Sweden, September 1956. 


Cut in Finnish Subsidies 


The Finnish Government has abolished nearly all sub- 
sidies on consumer goods, namely those on coffee, sugar, 
and sausage, while those for butter have been reduced. 
As a result. prices will increase—butter by 25 per cent, 
to Fmk 500 per kilogram, sausage by 33 per cent, sugar 
by 50 per cent, and coffee by about 50 per cent. It is 
estimated that these price increases, which are effective 
immediately, will raise the cost of living index by 4-5 
per cent. 

The cut in subsidies is expected to decrease govern- 
ment expenditure by Fmk 29 billion. Of this amount, 
Fmk 12 billion represents actual budget expenditure; the 
remaining Fmk 17 billion has been covered by the extra 
budgetary price equalization fund. In future, budget 
expenditure on subsidies will be Fmk 12 billion 
of the present Fmk 24 billion. 


Source: Sweden. 


Svenska Dagbladet, Stockholm, 
ber 21, 1956. 


West German National Income 


The Federal Statistics Bureau’s recent publication on 
the movement of the national product confirms that Ger- 
man economic expansion has slowed down this year. 
Though still considerable in the first half of 1956, it was 
not so outstanding as the growth between the first half 
of 1954 and the corresponding period in 1955. Moreover, 
the seasonal falling off between the second half of a year 
and the first half of the ensuing year has this time been 
more marked than usual. The Statistics Bureau computes 
net national product at factor cost in the first half of 
1956 at DM 65.4 billion, net national product at market 
prices at DM 78.4 billion, and gross national product at 
DM 85.5 billion. 


1955, the last figure shows an increase of 11 per cent at 


In comparison with the first half of 


current prices and one of 8 per cent at constant prices: 
between the first half of 1954 and the same period in 
1955, the increases had been 13 per cent in nominal terms 
and 11 per cent in real terms. The pace of the growth 
has fallen by 2 per cent and 3 per cent, respectively. 
Though government consumption, despite rearmament 
requirements, was slightly lower than in the first half of 
1955, all other uses to which the national product is put 
Investment was even greater than in 
the second half of 1955, 


showed increases. 


Another point brought out by 
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the figures is the disproportionate increase (12.8 per 
cent) in the gross income of persons employed on a wage 
or salary basis. 

Neue Ziircher Zeitung. 


September 28, 1956. 


source: 


Ziirich, Switzerland, 
Aluminum Industry in Yugoslavia 
The U.S.S.R 


a joint agreement with Yugoslavia 


and East Germany signed on August 3 


granting Yugoslavia 


700 million rubles (US$175 million) to start setting up 


21 second aluminum combine in Yugoslavia. The loan 


bears 2 per cent interest and is to be repaid by deliveries 


f aluminum. 
At here is one large aluminur enter in 
goslavia. ri¢cevo in Slovenia. After 


} 


Norway, 


Y 
¥ 


ugoslavia largest bauxite reserves 


in I urope, 


i +h 


11 ey are well located in relation to electric power 
ces and transp acilities. Aluminum production 
n Yugoslavia was 3.400 tor in 1954, 11.500 tons in 
1955, and may amount to 16,000 tons in 1956. Exports 
f 1955 were 680,000 tons, and there is there- 
1 large increase in the processing of 

luminum 
long-term objective is to increase alu- 
to 200,000-300,.000 tons per vear. The 
‘lopment is estimated at $1,100 million and 
time required is 5-10 years. The new loan will be 
ised to help finance the building of an aluminum center, 
th an 


NikSi 


eventual capacity of about 


Titograd in Montenegro 


100,000 tons, at 
The authorities plan to 
build later two other centers (at Mostar in Herzegovina 
lit-Sibenik 
of Croatia), and to enlarge considerably the existing 


Kidriéevo plant. 


and in the area of S} yn the Dalmatian coast 


Ekonomska Politika, July 21. 
ka, October 14, 
Neue Ziircher Zeitung, 
September 14, 1956. 


2ources: 


1956. and Politi- 
1956, Belgrade, Yugoslavia; 


Zurich, 


Switzerland, 


Turkish Exchange System 


In accordance with a decision of the Turkish Cabinet 
the Min- 


ister of Finance has established a special ex hange rate, 


ublished in the Official Gazette of October 7, 
which will be applied to so-called “deblockage” exports 


and to certain other transactions. The buying rate will 


be LI 


ling, and the selling rate LT 5.75 per U.S. 


9.25 per U.S. dollar or LT 16.10 per pound ster- 
dollar or 
LT 17.40 per pound sterling. The black market rate for 
sterling is at present LT 26 per pound sterling. 

During recent years, some Turkish exports have been 
subsidized through the sale of their exchange proceeds 
to nonresident owners of blocked accounts at a lira 
exchange rate higher than the official rate. These blocked 


ounts include funds which do not enjoy the privileges 
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of the Law for the Encouragement of Foreign Invest- 
ment, and which result from the commercial activities, 
or the sale of or rents from real property in Turkey, of 
persons or legal entities domiciled outside the country. 
These blocked funds may be repatriated abroad upon 
approval of the authorities, through the export of speci- 
fied commodities. Until recently, the exchange rate for 
such exports, known as the deblockage rate, was nego- 
tiated between exporters and the Turkish banks; at the 
end of April 1956 it was quoted at LT 4.90 per U.S. 
dollar (175 per cent of the official rate) and LT 13.50- 
LT 13.60 per pound sterling. 

In addition to being used as the deblockage rate, the 
new depreciated rate will be applicable to incoming and 
outgoing tourist exchange, to exchange sales to indus- 
trialists for the import of spare parts and equipment, and 
to foreign exchange derived from Turkish private prop- 
erty located abroad or representing foreign credits ob- 
tained by Turkish residents, provided there is no legal 
obligation to repatriate such property or credits into 
lurkey. 
Sources: The Times, London, England, October 9, 1956; 
Le Journal d’Orient, Istanbul, Turkey, various 
issues. 


Middle East 
Gold Purchase by Egypt 


The Egyptian Minister of Finance has announced that 
the Government will convert the equivalent of LE 4.5 
million of its free foreign exchange assets into gold to 
be added to the note cover. Gold bullion weighing 6,000 
kilograms and valued at LE 2.6 million has already 
arrived and been deposited with the National Bank. 

On October 4, 1956 the note issue in Egypt amounted 
to LE 211 million, covered by gold worth LE 60.6 mil- 
lion (28.7 per cent), foreign exchange and securities 
convertible into gold worth LE 5.6 million (2.7 per cent), 
foreign government securities worth LE 35.4 million 
(16.8 per cent), and Egyptian Government securities 
totaling LE 109.4 million (51.8 per cent). 


Source: Al Ahram, Cairo, Egypt, October 21, 1956. 


Restriction of Building Construction in Egypt 

The Egyptian Government has forbidden the demolli- 
tion of any building less than 40 years old in any part 
of the country. The demolition of other buildings is 
subject to permit. Outstanding licenses issued are to be 
withdrawn if demolition has not yet started. The construc- 
tion of new houses and repair work involving expenditure 
of more than LE 500 is prohibited without special permit 
from a specially appointed committee attached to the 
Ministry of Municipal and Rural Affairs. 

The object of the new legislation is to restrict and 
control investment in buildings and to redirect capital 


The building 


to more productive industrial projects. 


boom has been causing considerable concern to the 
authorities, especially in view of the large sums spent 
for importing building materials. It is estimated that in 
1955 approximately LE 42.5 million was spent on build- 
ing construction in Cairo and other cities. 

Sources: The Egyptian Economic and Political Review, 
September 9, 1956, and Al Ahram, September 19 
and 20 and October 21, 1956, Cairo, Egypt. 


Israeli Securities with Purchasing Power Guarantee 

With a rising consumer price index, the prices at which 
the Palestine Electric Corporation debentures issued in 
August 1955 (see this News Survey, Vol. IX, p. 4) are 
quoted had risen by June 1956 to 105 per cent of their 
nominal value for debentures linked to the U.S. dollar 
exchange rate, and 111 per cent for debentures linked 
to the price index. 

Linking provisions have also been applied to a number 
of loan agreements between private persons, although 
the extent of this practice cannot be estimated. Accord- 
ing to a decision of the Supreme Court, the inclusion of 
a linking provision in a loan agreement does not consti- 
tute an offence against the existing interest laws. 
Source: Bank of Bulletin, 

July 1956. 


Israel 


Jerusalem, Israel, 


Export Promotion Scheme in Pakistan 


The value of exports under Pakistan’s export promo- 
tion scheme introduced in October 1955 (see this News 
Survey, Vol. VIII, p. 179) rose from PRs 2.7 million in 
January-March 1956 to PRs 4.9 million in April-June 
1956. Thus, in the six-month period the value totaled 
about PRs 7.6 million. The principal articles exported 
were sports goods, guar seeds, sea salt, coriander seeds, 
tanned leather, carpets, toys, and castor seeds. The prin- 
cipal customer countries were the United States, the 
United Kingdom, Indonesia, Italy, West Germany, and 
the Netherlands. 


Source: Dawn, Karachi, Pakistan, October 3, 1956. 


Far East 
India’s Foreign Exchange Requirements 


Pressure on India’s balance of payments has been 
heavy in recent months. The latest official figures put 
India’s gold and foreign exchange reserves at about 
Rs 7.30 billion (US$1.53 billion), a decline of some 
Rs 1.40 billion in a period of six months. Because ex- 
port earnings normally tend to decline in the second and 
third quarters of the calendar year, it is not likely that 
the external deficit will be as high as Rs 2.80 billion per 
annum, but a deficit of Rs 2 billion per annum does not 
seem unreasonable. The Second Five Year Plan envis- 
ages a reduction in official reserves by this amount over 


the entire Plan period, ending March 31, 1961, 
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The sharp decline in reserves in recent months was 
caused mainly by an increase in imports of capital goods 
needed to implement the Plan. While import prices rose 
by about 2 per cent in the first half of 1956, export prices 
fell by about 10 per cent. Moreover, increased money 
incomes in India during the past two years appear to 
have stimulated the demand for imported goods, par- 
ticularly since increases in domestic output have not 
always been adequate to match the expansion in money 
supply and effective demand. 

Some relief has been assured by the decision of the 
U.S. Government to dispose of surplus agricultural prod- 
ucts to India against payment in rupees at a rate of 
Rs 550 million per annum over the next three years. 
But considerably more foreign assistance will be needed 
to prevent a serious depletion of foreign exchange 
resources. Meanwhile, the Indian authorities are engaged 
in phasing development with a view to giving a high 
priority to projects that would save or earn foreign 
exchange. They are examining obstacles, whether of 
procedure or of policy, which prevent an increase in 
export earnings, while seeking to establish markets 
abroad for commodities not hitherto exported on a large 
scale. They are also undertaking a review of policies 
and procedures that tend to inhibit foreign private 
investment in India. 


Sources: Reserve Bank of India, /ndian News Digest, 


Bombay, India, October 16, 1956; The Finan- 
cial Times, London, England, October 26, 1956. 


Measures for Reducing Unemployment in Ceylon 


A committee appointed to make recommendations on 
reducing unemployment has advised the Ceylon Gov- 
ernment to set up factories and to discourage the import 
of consumer goods. It proposes that cottage industries 
be developed over a period of six years, to employ 25,000 
by the end of the period. Other recommendations include 
the progressive reduction of imports of leather footwear 
from the present quota of 400,000 pairs to 60,000 pairs; 
the progressive reduction of imports of biscuits and 
chocolates; the use of domestic tiles in government 
buildings, which would lead to an ultimate prohibition 
of imports of tiles; and a ban on all imports of rubber 
toys, ready-made shirts, and volley balls. 

Source: The Financial Times, London, England, Octo- 


ber 9, 1956. 
Thailand's Rice Trade in 1956 


Rice exports from Thailand in the second quarter of 
1956 averaged about 100,000 metric tons per month, a 
rate that is expected to continue during the rest of the 
year and result in total shipments of about 1.2 million 
tons for 1956, the same as in 1955. Rice export prices 
continued to rise, and in June they were more than 6 per 
cent higher than the 1955 average. Demand was still 
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strong despite the high prices, and it is expected that the 
entire 1956 exportable surplus will be disposed of easily 
and a backlog of unfilled orders carried over into 1957. 

British territories are taking most of the rice exports. 
By the end of June, Japan, a major customer, had 
ordered only 130,000 tons, compared with 309,000 tons 
in the first half of 1955. Indonesia, on the other hand, 
which had not purchased any rice from Thailand in the 
first half of 1955, took 108,000 tons in the first six 


months of this year. 


Source: Department of Commerce, Foreign Commerce 


W eekly, Washington, D.C., October 15, 1956. 


Malayan Rubber for Mainland China 


A shipment of rubber from Malaya to Mainland 
China, reported to be the first such shipment in the 
past five years, was scheduled to leave on October 13. 
It was stated that licenses have been granted for a cargo 
of 75 tons of rubber and that shipping space has been 
booked provisionally for 1,000 tons more. 

The Singapore Ministry of Commerce and Industry 
has informed the rubber trade in Singapore that future 
applications for licenses to export rubber to Mainland 
China must be accompanied by full details of the final 
civilian use of the rubber. A bulletin issued by the Min- 
istry stated that details should include, if possible, the 
names of factories or other users of the rubber, and 
that exports of strategic type goods to Mainland China 
and North Viet-Nam may be authorized under inter- 
nationally agreed procedure where the end-use of the 
goods concerned can be shown to have no strategic 
significance. 

Source: The Financial Times, London, England, Octo- 
ber 9, 1956. 


Taiwan's Rice Crop 


The Taiwan Provincial Food Bureau reports that the 
first rice crop of the current year reached the record 
high of 906,724 metric tons. Thus it exceeded the orig- 
inal estimate by 9,934 metric tons and represented an 
increase of 195,419 metric tons over output in the 
corresponding period of last year. 

Most of the rice-growing farmland in the province 
yields two crops annually. The first crop is raised 
between February and June, and the second crop is 
grown between July and October. In southern Taiwan, 
some farmlands produce three rice crops each year. The 


total land placed under rice cultivation during the first 


half of this year was 339,394 hectares, with an average 


yield of 2,672 kilograms per hectare. The unit output 

exceeded by 201 kilograms the previous peak of 2,471 

kilograms per hectare. 

Source: Chinese News Service, Press Release, New York, 
N.Y., October 16, 1956, 





United States and Canada 
Sales of U.S. Surplus Commodities 


The U.S. Department of Agriculture announced on 
October 22 that all agreements to date for the sale of 
farm surpluses under Public Law 480 total $2.2 billion 
at government cost, with the cost to recipient countries 
amounting to $1.5 billion. The disposal program has 
accelerated this year, with agreements since March 
valued at almost as much as the total to that time. 

\ recent agreement covers the sale of $50 million 
worth of surplus farm commodities to Spain for pesetas. 
The local currency will be deposited to the account of 
the United States in Spain for use in development proj- 
ects and to pay U.S. expenses in that country. Half of 
the commodities will be certain fats and oils; beef will 
account for one fourth; and the remainder will consist 
of corn and tobacco. This agreement brings to $177 
million the total of U.S. farm surpluses which Spain has 
agreed to purchase. 

Sources: The Journal of Commerce, October 23, 1956, 
and The Wall Street Journal, October 24, 1956, 
New York, N.Y. 


Cost of Living in United States 
The cost of living index of the U.S. Bureau of Labor 
Statistics rose in September to 117.1 per cent of the 


1947-49 average—up 3/10 of 1 per cent from the August 
level and nearly 2 per cent higher than a year ago. 


Prices of all major consumer goods, except clothing, 


contributed to the September rise. In those industries 
where wage rates are geared in part to changes in the 
cost of living index, the September rise in the index 
implies an increase ranging from one to four cents per 
hour in workers’ wages. 

Sources: 


The Wall Street Journal and The Journal of 
Commerce, New York, N.Y., October 26, 1956. 


Living Standards of U.S. City Workers 


A special tabulation of expenditures of wage earners 
and clerical workers in large cities in the United States 
provides an indication of changes since the 1930's in 
living standards, income, and employment patterns in 
the lower middle-income class. On the average, families 
dependent solely on wage and clerical incomes in 1954 
had buying power more than twice that of the corre- 
sponding groups in 1939. In addition, they had gained 
more leisure: most of them now work only a five-day 
week and receive one or two weeks’ vacation with pay. 
Behind the rise in buying power lie marked increases in 
productivity of the economy: technological development 
was a major factor in raising output per man-hour in 
manufacturing by about 30 per cent between 1939 and 
1953; during 1954 and 1955 productivity rose further, 
by approximately 10 per cent. Another factor raising 
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family incomes has been a sharp increase in employ- 
ment of married women outside the home. Their earn- 
ings have helped to pay for new homes and household 
equipment; and in some cases, such equipment has 
facilitated undertaking outside work and still continuing 
housekeeping. 

Between the two surveys of family expenditures in 
1934-36 and 1950, average consumer prices rose by 75 
per cent. Food prices rose the most, with clothing and 
house furnishings next; rents rose the least, primarily 
because of the continuance of rent controls in most areas 
through 1950. When statistics on family money expendi- 
tures are translated into constant value dollars at 1950 
prices, it appears that the average income of wage and 
clerical worker families rose from $2,661 per year to 
$4,299. After deduction of income and property taxes, 
which increased from virtually zero to $294 for this 
income class, the sharpest increases in expenditures 
occurred in amortization payments on owned houses, 
which rose from $37 to $211, while expenditures for 
automobile transportation (which include expenditures 
for both purchase and operation) rose from $150 to $457, 
and those for household furnishings and operation from 
$199 to $448. Recreation and medical care increased by 
160 per cent. In contrast, expenditures on food, cloth- 
ing, and current shelter (rent or maintenance, including 
interest and taxes, on owned homes) rose by only 33 per 
cent. These relative increases indicate the directions in 
which consumers have chosen to expand their living 
standards, influenced to some extent by the development 
of new products and services, by an 8 per cent decline 
in the average size of families over this period, «ad also 
by anticipatory buying in 1950 induced by the Korean 
war. 

A comparison between the buying patterns of families 
at the same level of real income (about $4,000 in terms 
of 1950 prices) in 1934-36 and in 1950 illustrates the 
effects of changes in technology and consumer prefer- 
ences. At this income level, the 1934-36 families were 
on the average both older and considerably larger than 
those in the 1950 sample. Partly because of this they 
spent relatively more on automobiles and house furnish- 
ings in 1934-36; accordingly, the increase in such expen- 
ditures to 1950 was slightly less than indicated for the 
families at the lower income level ($2,661) of the previ- 
ous comparison. At the same time, the 1934-36 families 
in the $4,000 income group covered their expenditures 
out of income and had a small surplus, whereas the 
$2,661 income group at that time ran a deficit of about 
5 per cent, about the same deficit as was incurred by the 
$4,000 families in 1950. (These deficits represent draw- 
ings on savings and buying on the installment plan.) 
Thus most of the increased spending on durable goods 
appears to have been independent of growth of income, 
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and to have been facilitated insofar as necessary by the 
use of past savings and credit. Similarly, most of the 
increased expenditures on amortization of owned houses, 
recreation, and medical care were independent of income 
changes. Per capita expenditures on food (adjusted to 
a constant price basis) also appear to have been slightly 
higher for a given level of real income in 1950 than in 
1934-36. 

Source: Department of Labor, Monthly Labor Review, 

Washington, D.C., September 1956. 


Canadian Exchange Rate 


The Canadian dollar has shown renewed strength in 
recent months. After remaining steady in the first quar- 
ter of 1956, at around Can$1.00=US$1.0012 (only 
slightly above the 2% year low touched in December 
1955), it began to appreciate in April. In September it 
averaged US$1.0228; and on October 30 the closing rate 
was US$1.0333. 


Sources: Bank of Canada, Statistical Summary, Ottawa, 
Canada, September 1956; The Journal of Com- 
merce, New York, N.Y., October 31, 1956. 


Latin America 
Economic Expansion in Venezuela 


The annual report of the Central Bank of Venezuela 
states that 1955 was one of the most prosperous years 
in Venezuelan history, with a high rate of economic 
expansion stimulated chiefly by increasing exports of 
petroleum and iron ore. Although there were some 
weak points, such as the slow growth of agriculture, the 
general outlook is considered satisfactory. The produc- 
tion of petroleum increased by 14 per cent, petroleum 
refining by 21 per cent, and iron ore production by 56 
per cent. Private construction for the domestic market 
expanded by 20 per cent, production of electric power 
by 18 per cent, and industrial production, petroleum 
refining excluded, by 14 per cent, so that the trend 
toward diversification observable in recent years was 
maintained. 

There has, however, been a tendency to accentuate 
the uneven geographical distribution of income. The 
indices of per capita consumption of electric power 
range from 624 kilowatts in the Federal District to 97 
in the southern regions. The Government is attempting 
to remove these disparities by projects of regional devel- 
opment, such as the steel mill in Guayana, petro-chemical 
industries in Puerto Cabello, and irrigation in Guarico. 

The main determinant of economic development in 
Venezuela continues to be the petroleum and iron ore 
export industries. Total exchange earnings amounted to 
$1,293 million in 1955, $200 million more than in 
1954, and including $853 million from the petroleum 


companies in the form of taxes, royalties, and purchases 
of bolivares to finance local production costs. Interna- 
tional monetary reserves rose from Bs 1,454 million at 
the end of 1954 to Bs 1,607 million at the end of 1955. 
Imports rose by Bs 200 million, to Bs 2,960 million in 
1955. A policy of protection changed the composition 
of imports, capital goods imports expanding to roughly 
16 per cent of the total, and consumption goods imports 
being kept at 35 per cent. Raw material imports are 
only 19 per cent of the total, one of the lowest percent- 
ages in Latin America, primarily because there is no 
need to import petroleum. 

The expansion of bank holdings of foreign assets was 
a factor of expansion in the monetary circulation, to 
which also the government cash deficit contributed. The 
volume of private bank lending expanded, but there 
were offsetting factors, such as the expansion of savings 
deposits and some debt repayment by semiofficial insti- 
tutions. There were from time to time stringencies in 
the money market with resulting variations in interest 
rates and in the level of activity. The Central Bank 
emphasizes the need for a better coordination of credit 
and fiscal policies to avert seasonal maladjustments in 
the money market. 

Gross capital formation, excluding investments by 
petroleum companies, which was 19 per cent of gross 
national product in 1954, increased by 24 per cent in 
1955. Local savings financed about 62 per cent of total 
investments; the public sector financed the balance with 
its excess of income over current expenditures. However, 
the public sector is more important than the private 
sector in controlling the direction of economic develop- 
ment, for the Government also invests a large propor- 
tion of the private savings obtained from the capital 
market. 

Source: Banco Central de Venezuela, Memoria, 1955, 
Caracas, Venezuela, 1956. 


Uruguayan Livestock Census 


Preliminary figures of the 1956 livestock and agri- 
cultural census in Uruguay show that, in the 90,000 
establishments in which the census was carried out, there 
are 7.3 million cattle and 25 million sheep, and that 
production of greasy wool amounted to 78 million kilo- 
grams. This means a decline of 837,000 cattle and 454,000 


sheep since the census of 1951, which covered 94,000 
establishments. 


The decline in livestock population is attributed pri- 
marily to the development of agriculture at the expense 
of livestock. Uruguayan efforts to increase wheat pro- 
duction have provided surpluses of 500,000 tons of 
wheat at heavy losses to the Uruguayan budget. 


Source: Economic Survey, Buenos Aires, Argentina, 
October 2, 1956. 
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Reduction of Gold Holdings in Argentina 


Total free gold holdings of the Central Bank of Argen- 
tina had fallen to US$247.5 million as of October 15. 
Since June, total sales of gold have amounted to US$101.1 
million, and the gold payment to the International Mone- 
tary Fund was US$37.5 million. It is believed that 
further sales of gold, amounting to at least US$50-60 
million, will be made by the end of the year, considering 
the magnitude of the trade deficit with the dollar area. 
Source: Economic Buenos 


Survey, Aires, 


October 23, 1956. 


Argentina, 


Argentine Trade and Payments Agreements 


Under a special agreement relating to the fruit trade, 
which was signed by Argentina and Brazil on Septem- 
ber 19. the Argentine Government agreed to grant auto- 
matically applications for imports of fresh, dried, or 
desiccated fruit from Brazil presented up to February 15, 
1957. 
the time limit for applications expired on September 28; 
these imports are limited to 300,000 boxes. The Brazilian 


An exception is imports of oranges, for which 


Government undertook to arrange three special exchange 
auctions—at intervals of about three weeks, commencing 
on September 28—for imports of fresh, dried, desiccated. 
and semiprocessed fruit from Argentina, with a total 
value of $16 million. A revision of the general trade 
agreement between Argentina and Brazil is to be nego- 


tiated early in 1957. 


On October 23, an interbank agreement was entered 
into between the Central Bank of Argentina and the Bank 
of the Republic of Uruguay. Payments between the 
countries will be effected through accounts opened in 
those institutions, and a swing of US$5 million is con- 
templated. Payments in excess of that amount should 
be made in freely disposable dollars or other currencies 
to which the contracting parties may agree. Another 
agreement contains provisions concerning trade between 
the two countries, but does not include any list of com- 
modities or quantities. 

Sources: The Review of the River Plate, September 29, 
1956, and La Nacion, October 23, 1956, Buenos 


Aires, Argentina. 


Other Countries 


Development of Southern Rhodesia’s Steel Industry 


The Southern Rhodesian Government has announced 
that the Rhodesian iron and steel industry is to be de- 
nationalized. Effective January 1, 1957, a new company, 
the Rhodesian Iron and Steel Corporation, will take over 
the responsibilities of the Rhodesian Iron and Steel 
Commission. 
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The capital of the new company is expected to be sup- 
plied by a number of private companies in the United 
Kingdom, South Africa, and the Federation of Rhodesia 
and Nyasaland, and by the Colonial Development Cor- 
poration and the Southern Rhodesian Government. It is 
believed that together they will provide some £5 million 
in the form of equity capital and loans, to meet the cost 
of expansion. The total cost of the program to develop 
the Southern Rhodesian iron and steel industry is esti- 
mated at £8 million; the difference between this amount 
and the initial capital outlay to be provided is expected 
to be met from retained profits. 

The project contemplates the completion within four 
or five years of a well-balanced unit producing 150,000 
ingot tons of crude steel and 250,000-300,000 tons of pig 
iron a year, which will be increased later to something 
over 300,000 ingot tons of crude steel and 250,000 tons 
of finished steel. The present capacity of the Rhodesian 
iron and steel industry is about 35,000 ingot tons of 
crude steel plus a little pig iron for sale. 

One of the British companies participating in the new 
company intends to erect a wire-drawing plant in South- 
ern Rhodesia. 

The Times, October 18, 1956, and The Econo- 
mist, October 20, 1956, London, England. 


Sx yurces: 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, November 1956, shows that 
in August 1956 Indonesia purchased US$55 million from 
the Fund with rupiah; this is 50 per cent of Indonesia’s 
quota in the Fund and brings the Fund’s holdings of 
rupiah to 125 per cent of the member’s quota. (See also 
this News Survey, Vol. IX, p. 62.) 

The November issue of /FS also shows that France 
has made a stand-by arrangement with the Fund, under 
which it may purchase up to $262.5 million between 
October 17, 1956 and October 16, 1957 (see this News 


Survey, Vol. IX, p. 133). 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
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any views expressed are taken from the sources 
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